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Independent Auditor's Report

To the City Council
City of Howell, Michigan

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of the City of Howell as of and for the year ended
June 30, 2006, which collectively comprise the City's basic financial statements as listed in the
table of contents. These financial statements are the responsibility of the City of Howell's
management. Our responsibility is to express opinions on these financial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the City of Howell as of June 30, 2006 and the respective changes in financial
position and cash flows, where applicable, thereof for the year then ended, in conformity with
accounting principles generally accepted in the United States of America.

The management's discussion and analysis and the major funds' budgetary comparison schedules,
as identified in the table of contents, are not a required part of the basic financial statements, but
are supplemental information required by the Governmental Accounting Standards Board. We
have applied certain limited procedures, which consisted principally of inquiries of management,
regarding the methods of measurement and presentation of the required supplemental
information. However, we did not audit the information and express no opinion on it.

A member of

A worldwide association of independent accounting firms



To the City Council
City of Howell, Michigan

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Howell's basic financial statements. The accompanying other
supplemental information, as identified in the table of contents, is presented for the purpose of
additional analysis and is not a required part of the basic financial statements. The other
supplemental information has been subjected to the auditing procedures applied in the audit of
the basic financial statements and, in our opinion, is fairly stated in all material respects in relation
to the basic financial statements taken as a whole.

74«4@ f M, PLeLe

September 6, 2006

plante
) moran



City of Howell

Management's Discussion and Analysis

The following discussion and analysis of the City of Howell's annual financial report presents our
view of the City's financial performance during the fiscal year ended June 30, 2006. Please read it
in conjunction with the City's basic financial statements, which follow beginning on page 14.

Financial Highlights

e The City's total net assets increased as a result of the fiscal year's operations. The net
assets of our business-type activities increased by $13,000, or .05 percent, and net assets
of our governmental activities increased by $414,000, or 2.1 percent.

e During the year, the City had revenues that were $427,000 more than the $13 million in
expenses.

e In the City's business-type activities, revenues were $3.82 million while expenses were
$3.82 million.

e Total costs of all the City's programs were $13 million.

e The General Fund reported a decrease for the year of $400,000 which included a one
time charge of $382,000 which consisted of a tax tribunal settlement.

e The resources available for appropriation were $68,000 less than budgeted in the
General Fund. Expenditures were $549,000 less than budgeted.

Overview of the Financial Statements

This annual report consists of the following report sections: management's discussion and
analysis (this section), the basic financial statements, required supplementary information, and an
optional section that presents combining statements for non-major governmental funds and
internal service funds. The basic financial statements are presented in two different formats:
government-wide financial statements and fund financial statements.

e The government-wide financial statements include the statement of net assets (deficit)
and the statement of activities. These statements provide both long-term and short-term
information about the City's overall financial status.

e The fund financial statements include the balance sheet and the statement of revenue,
expenditures, and changes in fund balances. These statements focus on individual parts of
the City government and report the City's operations in more detail than the
government-wide statements by providing information about the City's most significant
funds.



City of Howell

Management's Discussion and Analysis (Continued)

Overview of the Financial Statements (Continued)

e The governmental fund statements tell how general government services, like public
safety, were financed in the short-term as well as what remains for future spending.

e The proprietary fund statements present short- and long-term financial information
about those activities that the City operates in a business-like manner, such as the water
and sewer system.

e The fiduciary fund statements provide information about the financial relationships in
which the City acts solely as a trustee or agent for the benefit of others, to whom the
resources in question belong.

The basic financial statements also include notes that explain some of the information in the
basic financial statements and provide more detailed data. The statements are followed by a
section of required supplementary information that further explains and supports the
information presented in the basic financial statements. In addition to these required
supplementary schedules, we have provided a section with combining statements that provide
details about our non-major governmental and internal service funds.

Government-wide Statements

The City's government-wide statements begin on page |4 of this report. These statements
report information about the City as a whole under the accrual method of accounting, which is
similar to the accounting used by most private-sector companies. The statement of net assets
includes all, both current and long-term, of the government's assets and liabilities and the
statement of activities includes all of the current year's revenues and expenses regardless of
when cash is received or paid.

The combined objective of the government-wide statements is to report the City's net assets
and how they have changed. The reporting of net assets is one way to measure the City's
financial health or position.

e Over time, increases or decreases in the City's net assets can be viewed as indicators of
whether its financial health is improving or deteriorating, respectively.

¢ |n addition to the financial factors, you will need to consider additional information such
as changes in the City's property tax base and the condition of the City's roads to assess
the overall health.
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Management's Discussion and Analysis (Continued)

Government-wide Statements (Continued)

The City's government-wide financial statements divide the reported information into three
categories:

e Governmental activities - Most of the City's basic services are included here, such as
police, public works, recreation, and general information. Property taxes and state and
federal grants are used to finance most of these activities.

e Business-type activities - The City charges fees to customers to help it cover the costs of
certain services it provides. The City's water and sewer system are included in this
category.

e Component units - The City includes other legal entities in its report such as the
Downtown Development Authority, TIFA, and Brownfield Redevelopment. The City is
financially accountable for these "component units" although they are legally separate
entities.

Fund Financial Statements

The City's fund financial statements begin on page |7 of this report. These statements provide
more detailed information about the City's most significant funds. The City uses funds to account
for specific sources of funding and spending for particular purposes. Some funds are required by
state law and by bond covenants and others are established by City Council to control and
manage money for particular purposes or to show that it is properly using certain taxes and
grants.

The City has three kinds of funds that use different accounting approaches:

e Governmental funds - Most of the City's basic services are included in governmental
funds. These funds focus on (1) how cash and other financial assets that can readily be
converted to cash flow in and out and (2) the balances left at year-end that are available
for spending. These funds are reported using the modified accrual accounting method
that measures cash and all other financial assets that can be readily converted to cash.
The governmental fund statements provide a detailed short-term view of the City's
general government operations and the basic services it provides. Governmental fund
information helps you determine whether there are more or fewer financial resources
that can be spent in the near future to finance the City's programs. Because
governmental fund information has a short-term focus and the government-wide
statement incorporates long-term information, we describe the relationship (or
differences) between government activities and governmental funds in a reconciliation at
the bottom of the fund financial statements.
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Management's Discussion and Analysis (Continued)

Fund Financial Statements (Continued)

e Proprietary funds - When the City charges customers fees for the services it provides,
the fees are generally reported in proprietary funds. Similar to the reporting method
used on the government-wide statements, proprietary funds provide both long- and
short-term financial information.

0 In fact, the City's enterprise funds (water and sewer) are the same as its business-
type activities, but provide more detail and additional information.

0 We use internal service funds (the other type of proprietary fund) to report
activities that provide services and supplies for the City's other programs and
activities. The City currently uses two internal service funds, Department of Public
Service and Equipment Pool.

e Fiduciary funds - The City is the trustee, or fiduciary, for its retired employee health
insurance plan. It is also responsible for other assets that, because of a trust arrangement,
can be used for the trust beneficiaries. The City is responsible for ensuring that the assets
reported in these funds are used for their intended purpose. A separate statement of
fiduciary net assets and a statement of changes in fiduciary net assets are presented on
pages 23 and 24 of this report. These activities are excluded from the City's government-
wide financial statements because the City cannot use these assets to finance its
operations.
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Management's Discussion and Analysis (Continued)

Financial Analysis of the City as a Whole

The City's combined net assets were increased from a year ago from $48.8 million to $49.2
million. The following table illustrates the varying results of the governmental activities and
business-type activities which combine to capture the City's total net assets.

Table |
Governmental Governmental  Business-type  Business-type  Total Primary  Total Primary
Activities Activities Activities Activities Government Government
2006 2005 2006 2005 2006 2005
Current assets $ 7,167,769 $ 8947884 $ 5114707 $ 4912908 $ 12,282,476 $ 13,860,792
Noncurrent assets 17,261,260 15,693,802 25,624,372 26,029,916 42,885,632 41,723,718
Total assets 24,429,029 24,641,686 30,739,079 30,942,824 55,168,108 55,584,510
Long-term liabilities 2,935,000 3,850,000 1,009,210 1,458,814 3,944,210 5,308,814
Current liabilities 1,611,580 1,322,815 412,463 180,109 2,024,043 1,502,924
Total liabilities 4,546,580 5,172,815 1,421,673 1,638,923 5,968,253 6,811,738
Net assets:
Invested in capital assets -
Net of related debt 13,459,142 11,436,684 24,387,860 24,571,102 37,847,002 36,007,786
Restricted 2,336,832 2,219,967 2,748,951 2,552,513 5,085,783 4,772,480
Unrestricted 4,086,475 5,812,220 2,180,595 2,180,286 6,267,070 7,992,506

Total net assets $ 19,882,449 $ 19,468,871 $ 29,317,406 $ 29,303,901 $ 49,199,855 $ 48,772,772

Net assets of the City's governmental activities increased by 2.1 percent to $19.9 million.
Investments in capital assets, net of related debt, increased by 17.7 percent to $13.5 million.
This increase is due mainly to the capitalization of infrastructure contributions and additional
investment in the infrastructure of the City.

Unrestricted net assets, or the portion of net assets used to finance day-to-day operations,
without constraints established by debt covenants, enabling legislation, or other legal
requirements decreased by 29.7 percent or $1.7 million. The primary reasons for the decrease
in unrestricted net assets are the one time charge of $382,000 to settle a tax tribunal case and
increased transfers to various capital project funds to invest in the infrastructure of the City.
Restricted net assets increased by 5.2 percent or $117,000 mainly due to the increased
investment in infrastructure.
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Management's Discussion and Analysis (Continued)

Financial Analysis of the City as a Whole (Continued)

The net assets of our business-type activities increased by .05 percent during the fiscal year. This
increase is due to revenues exceeding expenses and continued investment in infrastructure
(water and sewer mains) without additional debt being incurred.

The following table displays the City's changes in net assets.

Table 2
Governmental Governmental Business-type  Business-type  Total Primary  Total Primary
Activities Activities Activities Activities Government Government
2006 2005 2006 2005 2006 2005
Revenue
Program revenue:
Charges for services $ 1,015502 $ 1,099916 $ 3,141,911 $ 3,157,392 $ 4157413 $ 4,257,308
Operating grants and
contributions 831,575 901,754 - - 831,575 901,754
Capital grants and
contributions 1,331,436 179,655 612,406 959,616 1,943,842 1,139,271
General revenue:
Property taxes 5,048,896 5,042,691 - - 5,048,896 5,042,691
State-shared revenue 860,697 867,744 - - 860,697 867,744
Other 296,899 303,851 7,552 18,394 304,451 322,245
Investment earnings 183,198 127,135 69,996 45,977 253,194 173,112
Total revenue 9,568,203 8,522,746 3,831,865 4,181,379 13,400,068 12,704,125
Program Expenses
General government 2,448,448 2,069,478 - - 2,448,448 2,069,478
Public safety 2,498,502 2,504,009 - - 2,498,502 2,504,009
Public works 2,670,948 2,758,986 - - 2,670,948 2,758,986
Community and economic
development 221,693 273,059 - - 221,693 273,059
Recreation and culture 1,203,894 1,195,748 - - 1,203,894 1,195,748
Interest on long-term debt 175,081 127,312 - - 175,081 127,312
Water - - 1,663,102 1,679,472 1,663,102 1,679,472
Sewer - - 2,091,317 1,985,496 2,091,317 1,985,496
Total program
expenses 9,218,566 8,928,592 3,754,419 3,664,968 12,972,985 12,593,560
Excess before transfers 349,637 (405,846) 77,446 516,411 427,083 110,565
Transfers 63,941 62,852 (63,941) (62,852) - -
Change in Net Assets $ 413,578 $ (342,994) $ 13,505 $ 453,559 $ 427,083 $ 110,565
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Management's Discussion and Analysis (Continued)

Financial Analysis of the City as a Whole (Continued)
The City's total net assets increased by .88 percent or $427,000 over the fiscal year.
Governmental Activities

Table 3 presents the cost of each of the City's four largest programs: public safety, public works,
community and economic development, and recreation and culture. The table also presents
each program's net cost (total cost less fees generated by the activities and intergovernmental
aid). The net cost shows the financial burden that was placed on the City's taxpayers by each of
these functions.

Table 3
Total Cost of Total Cost of Net Cost of Net Cost of
Services Services Services Services
2006 2005 2006 2005

Public safety $ 2,498,502 $ 2,504,009 $ 2,209,771 $ 2,102,610
Public works 2,670,948 2,758,986 746,478 1,867,656

Community and economic
development 221,693 273,059 80,666 232,666
Recreation and culture 1,203,894 1,195,748 703,466 651,126
All others 2,623,529 2,196,790 2,299,672 1,893,209
Total $ 9,218,566 $ 8,928,592 $ 6,040,053 $ 6,747,267

e The cost of all governmental activities this year was $9.2 million.

e The amount that City taxpayers paid for these activities through City taxes was only
$5.0 million.

e Some of the cost was paid by the beneficiaries of the program's activities ($1.0 million), or by
other governments and organizations that subsidized certain programs with grants and
contributions ($832,000).and capital contributions of infrastructure. ($1.3 million)

e The City paid for the $6.0 million "public benefit" portion with $5.0 million in taxes and with
other revenues.
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Management's Discussion and Analysis (Continued)

Business-type Activities

Operating revenues of the City's business-type activities, water, and sewer stayed relatively
stable ($3.1 million for 2006 and $3.2 million for 2005) and operating expenses also remained
relatively stable. The City experienced change in net assets of $13,000 in its water and sewer
operations. Factors contributing to these results included:

e Capital contributions received due to the continued growth of the system without
expending additional resources, diligence in the area of expenditure control, and
implementing additional operating efficiencies.

The City's Funds

As the City completed the year, its governmental funds (see the balance sheet presented on
page |7) reported a combined fund balance of $4.9 million, or $1.5 million below last year.
Included in this year's total change in fund balance is a decrease of $400,000 in the City's General
Fund. The primary reasons for the General Fund's use of fund balance include the following:

e Settlement of a tax tribunal case in the amount of $382,000.

e Additional investment in the capital projects for Clinton Street, Parker Skate Park, and
the M-59 Boardwalk of $496,000.

General Fund Budgetary Highlights

Over the course of the year, the City Council revised the City budget several times. The first
amendments were adopted in conjunction with the fiscal year 2005-2006 budget. These
appropriations were to adjust the original budget when departments submitted estimated year-
end figures that exceeded current budgeted amounts. The second amendments adopted
allowed for appropriations to prevent budget overruns.

Even with these adjustments, actual expenditures were $0.5 million below final budget amounts.
The most significant positive variances resulted from lower than anticipated transfers to the
Recreational Fund, Local Street, Rubbish and Garbage, and the D-19 Capital Project.
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Management's Discussion and Analysis (Continued)

Capital Asset and Debt Administration

At the end of the 2006 fiscal year, the City had invested approximately $42 million in a broad
range of capital assets, including police equipment, buildings and improvements, computer
equipment and software, parks and recreational facilities, roads, and water and sewer lines (see

Table 4 below).

Table 4

Land
Land improvements
Buildings and improvements
Furniture and equipment
Construction in progress
Infrastructure:

Roads and sidewalks

Water systems

Sewer systems

Subtotal assets

Accumulated depreciation

Net capital assets

Governmental ~ Governmental Business-type Business-type Total Primary Total Primary

Activities Activities Activities Activities Government Government
2006 2005 2006 2005 2006 2005

$ 1,035,214 $ 1,035,214 $ 430,064 $ 430,064 $ 1,465,278 $ 1,465,278

1,708,623 1,606,883 - - 1,708,623 1,606,883

6,435,668 6,334,133 23,613,021 23,486,020 30,048,689 29,820,153

4,213,699 3,824,471 1,169,937 1,146,356 5,383,636 4,970,827

1,318,557 1,103,401 561,379 761,833 1,879,936 1,865,234

15,565,063 13,403,166 - - 15,565,063 13,403,166

- - 4,877,754 4,495,796 4,877,754 4,495,796

- - 5,483,268 5,387,996 5,483,268 5,387,996

30,276,824 27,307,268 36,135,423 35,708,065 66,412,247 63,015,333

13,422,682 12,020,584 10,511,051 9,678,149 23,933,733 21,698,733

$ 16,854,142 $ 15,286,684 $ 25,624,372 $ 26,029,916 $ 42,478,514 $ 41,316,600

The year's major additions to capital assets included:

e Preliminary construction of Clinton Street - $276,000

e Construction in progress for Loop Road - $414,000

e Capital Contribution of Infrastructure - $1.1 million

e Completion of the Parker Skate Park - $260,000

e Equipment pool vehicles - $160,000

e Completion of the Isbell Street improvements including water and sewer lines -

$873,000
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Management's Discussion and Analysis (Continued)

Debt

At year end the City had $3.4 million in bonds and notes outstanding. This represents a
$455,000 decrease from the previous year (see Table 5 below). More detailed information
about the City's long-term liabilities is presented in Note 7 to the basic financial statements.

The City of Howell maintains a non-insured rating of A with Standard & Poor’s.

State statutes limit the amount of general obligation debt a City may issue to 10 percent of its
total assessed valuation. The debt limit for the City is $46,804,365 which is significantly in excess
of the City’s total net debt.

Table 5
Governmental Governmental Business-type Business-type Total Primary  Total Primary
Activities Activities Activities Activities Government ~ Government
2006 2005 2006 2005 2006 2005

General obligations and
special assessments $ 3,395000 $ 3,850,000 $ - 3 - $ 3,395000 $ 3,850,000
Revenue bonds - - 1,236,512 1,458,814 1,236,512 1,458,814
Total $ 3,395,000 $ 3,850,000 $ 1,236,512 $ 1,458,814 $ 4,631,512 $ 5,308,814

Economic Factors and Next Year's Budget and Rates

The City's budget for the 2007 fiscal year is balanced with no property tax rate increase.
Estimated property tax revenues are expected to increase by approximately $367,000 from the
prior year due mainly to added tax base from new development. The failure of the Parks &
Recreation Authority millage during August 2006 will impact fees and services. The total impact
this will have is now under review. The current fee structure of the Water and Sewer operations
will be analyzed in order to more fully cover current operating costs. The City is continuing its
Loop Road Project in order to provide a roadway to assist in growth of the downtown area and
residential development.

Total expenses in the General Fund for the 2007 fiscal year are estimated to be $7.2 million.
Included in those costs are the General Fund's contributions to the rubbish and garbage
collection program ($462,000) and the recreation program ($591,000). As stated earlier, the
City is currently reviewing its total funding of the recreation program.
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Management's Discussion and Analysis (Continued)

Contacting the City's Financial Management

This financial report is intended to provide citizens, taxpayers, customers, and investors with a
general overview of the City's finances and to show the City's accountability for the money it
receives. |f you have any questions about this report or need additional information, we
welcome you to contact the Deputy City Manager — Finance office at the City of Howell, 611 E.
Grand River Avenue, Howell, Michigan, 48843.
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Assets
Cash and investments (Note 3)
Receivables (Note 4):
Taxes
Special assessments
Accounts
Mortgage notes
Inventories
Internal balances
Due from other governmental units
Prepaid costs and other assets
Land held for sale
Restricted assets (Note 8):
Customer deposits
Bond reserve
Replacement and improvement account

Total restricted assets

Investment in joint venture (Note 14)
Capital assets - Net (Note 5)

Total assets

Liabilities
Accounts payable
Accrued and other liabilities
Due to other governmental units
Noncurrent liabilities (Note 7):
Due within one year
Due in more than one year

Total liabilities

Net Assets (Deficit)

Invested in capital assets - Net of related debt

Restricted:
Bond reserve
Replacement and improvement
Streets
Capital improvements
Debt service
Law enforcement
Cemetery
Other purposes
Unrestricted (deficit)

Total net assets (deficit)

The Notes to Financial Statements are an

Integral Part of this Statement.

Primary Government

Statement of Net Assets (Deficit)

June 30, 2006

Governmental Business-type Component
Activities Activities Total Units
5,595,480 $ 1,842,690 $ 7,438,170 $ 609,862
24,743 - 24,743 -
402,419 - 402,419 -
59,737 375,668 435,405 -
- - - 4,997
- 124,734 124,734 -
19,215 (19,215) - -
454,173 11,137 465,310 -
155,505 24,672 180,177 3,359
456,497 - 456,497 -

- 6,070 6,070 -

- 359,192 359,192 -

- 2,389,759 2,389,759 -

- 2,755,021 2,755,021 -
407,118 - 407,118 -

16,854,142 25,624,372 42,478,514 262,907
24,429,029 30,739,079 55,168,108 881,125
633,694 100,116 733,810 11,986
400,589 85,045 485,634 11,277
117,297 - 117,297 305,832
460,000 227,302 687,302 143,652
2,935,000 1,009,210 3,944,210 545,000
4,546,580 1,421,673 5,968,253 1,017,747
13,459,142 24,387,860 37,847,002 254,255

- 359,192 359,192 -

- 2,389,759 2,389,759 -
237,934 - 237,934 -
672,659 - 672,659 -
907,382 - 907,382 -

12,264 - 12,264 -
505,330 - 505,330 -
1,263 - 1,263 -
4,086,475 2,180,595 6,267,070 (390,877)
19,882,449 $ 29,317,406 $ 49,199,855 $ (136,622)
14
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Functions/Programs

Primary government:

Governmental activities:
General government
Public safety
Public works
Community and economic development
Recreation and culture
Interest on long-term debt

Total governmental activities

Business-type activities - Water and sewer:
Water Supply System
Sewage Disposal System

Total business-type activities

Total primary government

Component units:
Downtown Development Authority
Tax Increment Financing Authority
Economic Development Corporation

Total component units

The Notes to Financial Statements are an
Integral Part of this Statement.

Program Revenues

Operating Capital Grants
Charges for Grants and and
Expenses Services Contributions  Contributions
$ 2448448 $ 323,857 $ - 3 -
2,498,502 233,482 55,249 -
2,670,948 146,625 579,885 1,197,960
221,693 7,551 - 133,476
1,203,894 303,987 196,441 -
175,081 - - -
9,218,566 1,015,502 831,575 1,331,436
1,663,102 1,730,503 - 73,853
2,091,317 1,411,408 - 538,553
3,754,419 3,141,911 - 612,406
$ 12,972,985 $ 4,157,413 $ 831,575 $ 1,943,842
$ 265,235 $ - 3 - 3 2,310
316,043 - - -
250 - - -
$ 581,528 $ - $ - $ 2,310

General revenues:
Property taxes
State-shared revenues
Unrestricted investment earnings
Franchise fees
Miscellaneous

Transfers

Total general revenues and transfers
Change in Net Assets
Net Assets (Deficit) - Beginning of year

Net Assets (Deficit) - End of year



|
Statement of Activities

Year Ended June 30, 2006

Net (Expense) Revenue and Changes in Net Assets

Primary Government

Governmental  Business-type Component
Activities Activities Total Units
$ (2,124591) $ - $ (2,124591) $ -
(2,209,771) - (2,209,771) -
(746,478) - (746,478) -
(80,666) - (80,666) -
(703,466) - (703,466) -
(175,081) - (175,081) -
(6,040,053) - (6,040,053) -
- 141,254 141,254 -
- (141,356) (141,356) -
- (102) (102) -
(6,040,053) (102) (6,040,155) -
- - - (262,925)
- - - (316,043)
- - - (250)
- - - (579,218)
5,048,896 - 5,048,896 799,685
860,697 - 860,697 -
183,198 69,996 253,194 10,039
102,457 - 102,457 -
194,442 7,552 201,994 14,748
63,941 (63,941) - -
6,453,631 13,607 6,467,238 824,472
413,578 13,505 427,083 245,254
19,468,87 | 29,303,901 48,772,772 (381,876)

$ 19,882,449 $ 29,317,406 $ 49,199,855 $ (136,622)




City of Howell

Governmental Funds

Major Debt Service Funds Special Revenue Fund

Balance Sheet
June 30, 2006

M-59 Utilities SAD 1995 Special Other Nonmajor Total Governmental
General Debt Retirement Assessment Parks and Recreation ~ Governmental Funds Funds
Assets
Cash and investments $ 2,382,491 127,120 $ 377,843 $ 4215 $ 1,637,232 $ 4,528,901
Receivables (Note 4):
Taxes 24,743 - - - - 24,743
Special assessments 5,348 187,216 209,855 - - 402,419
Accounts 36,730 - - 4,264 18,743 59,737
Due from other funds (Note 6) 51,863 - - 23,154 80,619 155,636
Due from other governmental units 357,588 - - - 92,982 450,570
Prepaid costs and other assets 125,343 - - 9,021 14,352 148,716
Land held for sale - - - - 456,497 456,497
Total assets $ 2,984,106 314,336 $ 587,698 $ 40,654 $ 2,300,425 $ 6,227,219
Liabilities and Fund Balances
Liabilities
Accounts payable $ 443,515 - $ - $ 20,495 $ 146,140 $ 610,150
Accrued and other liabilities 48,087 - - 12,694 4,478 65,259
Due to other funds 99,086 - - 1,472 65,164 165,722
Due to other governmental units 117,297 - - - - 117,297
Deferred revenue (Note 4) 5,348 187,216 209,855 - - 402,419
Total liabilities 713,333 187,216 209,855 34,661 215,782 1,360,847
Fund Balances
Reserved for:
Debt service - 127,120 377,843 - - 504,963
Law enforcement 5,103 - - - 7,161 12,264
Prepaid expenses 125,343 - - - - 125,343
Land for sale - - - - 456,497 456,497
Donations 1,263 - - - - 1,263
Cemetery - - - - 505,330 505,330
Unreserved (major funds) 2,139,064 - - 5,993 - 2,145,057
Unreserved (nonmajor funds):
Special Revenue Fund - - - - 442,996 442,996
Capital Projects Fund - - - - 672,659 672,659
Total fund balances 2,270,773 127,120 377,843 5,993 2,084,643 4,866,372
Total liabilities and fund balances $ 2,984,106 314,336 $ 587,698 $ 40,654 $ 2,300,425
Amounts reported for governmental activities in the statement of net assets are different because:
Capital assets used in governmental activities are not financial resources and are not reported in the funds 16,088,146
Investment in joint venture not reported in the funds 407,118
Special assessment and other receivables are expected to be collected over several years, and are not available to pay for current year expenditures 402,419
Accumulated employee paid time off is recorded when earned in the statement of activities (260,265)
Long-term liabilities and accrued interest are not due and payable in the current period and are not reported in the funds (3,432,728)
Internal Service Funds are included as part of governmental activities 1,811,387

Net assets of governmental activities

The Notes to Financial Statements are an
Integral Part of this Statement.

$ 19,882,449



City of Howell

Governmental Funds
Statement of Revenue, Expenditures, and Changes in Fund Balances
Year Ended June 30, 2006

Major Debt Service Funds ~ Special Revenue Fund

M-59 Utilities Nonmajor Total
SAD Debt 1995 Special Governmental  Governmental
General Retirement Assessment  Parks and Recreation Funds Funds
Revenue
Property taxes $ 50488% $ - $ - $ - $ - $ 50488%
Special assessments - 27,866 55,107 - - 82,973
Licenses and permits 195,127 - - - - 195,127
Federal sources 43,440 - - - 114,757 158,197
State and local sources 876,323 - - - 563,065 1,439,388
Charges for services 163,312 - - 479,464 146,660 789,436
Fines and forfeitures 76,793 - - - - 76,793
Interest income 45,159 13,881 16,592 - 55,937 131,569
Investment and rental income 225,009 694 7,972 34 - 233,709
Other revenue 246,479 - - 30,112 96,581 373,172
Total revenue 6,920,538 42,441 79,671 509,610 977,000 8,529,260
Expenditures
Current:
General government 2,242,082 - - - - 2,242,082
Public safety 2,544 557 - - - 4,746 2,549,303
Public works 402,223 - - - 1,336,565 1,738,788
Recreation and culture 155,952 - - 966,155 - 1,122,107
Other expense - - - - 9,000 9,000
Capital outlay 92,282 - - 66,503 1,710,226 1,869,011
Debt service:
Principal retirement - 35,000 145,000 - 275,000 455,000
Interest and fiscal charges - 17,973 34,979 - 121,904 174,856
Total expenditures 5,437,096 52,973 179,979 1,032,658 3,457,441 10,160,147
Excess of Revenue Over (Under)
Expenditures 1,483,442 (10,532) (100,308) (523,048) (2,480,441) (1,630,887)
Other Financing Sources (Uses)
Transfers in (Note 6) 14,600 - - 518,880 2,035,870 2,569,350
Transfers out (Note 6) (1,898,025) - - - (607,384) (2,505,409)
Total other financing sources (uses) (1,883,425) - - 518,880 1,428,486 63,941
Net Change in Fund Balances (399,983) (10,532) (100,308) (4,168) (1,051,955) (1,566,946)
Fund Balances - Beginning of year 2,670,756 137,652 478,151 10,161 3,136,598 6,433,318
Fund Balances - End of year $ 2,270,773 $ 127,120 $ 377,843 $ 5993 $ 2,084,643 $ 4,866,372
The Notes to Financial Statements are an 18

Integral Part of this Statement.



City of Howell

Governmental Funds

Reconciliation of the Statement of Revenue, Expenditures,

and Changes in Fund Balances of Governmental Funds
to the Statement of Activities

Year Ended June 30, 2006

Net Change in Fund Balances - Total governmental funds $ (1,566,946)
Amounts reported for governmental activities in the statement of
activities are different because:

Governmental funds report capital outlays as expenditures;
in the statement of activities, these costs are allocated

over their estimated useful lives as depreciation:
1,826,389

Capital outlay
Depreciation (1,252,080)
Capital contributions of infrastructure 1,082,491

Special assessment revenues are recorded in the statement of
activities when the assessment is set; they are not reported

in the funds until collected or collectible within 60 days of
year end (159,354)

Repayment of bond principal and accrued interest is an

expenditure in the governmental funds, but not in the

statement of activities (where it reduces long-term debt) 458,497

Changes in accumulated employee sick and vacation pay,
as well as estimated general liability claims, are recorded

when earned in the statement of activities (28,586)

Internal Service Funds are also included as governmental
53,167

activities
$ 413,578

Change in Net Assets of Governmental Activities

The Notes to Financial Statements are an 19
Integral Part of this Statement.



City of Howell

Proprietary Funds
Statement of Net Assets
June 30, 2006

Water
Supply Sewage Disposal Internal Service
System System Total Funds
Assets
Current assets:
Cash and investments $ 1,361,018 $ 481,672 $ 1,842,690 $ 1,066,579
Receivables (Note 4) 222,543 153,125 375,668 -
Due from other funds (Note 6) 1,762 - 1,762 29,301
Due from other governmental units - 11,137 11,137 3,603
Inventories 124,734 - 124,734 -
Prepaid costs and other assets 12,446 12,226 24,672 6,789
Total current assets 1,722,503 658,160 2,380,663 1,106,272
Noncurrent assets:
Restricted assets:
Customer deposits 6,070 - 6,070 -
Bond reserve 359,192 - 359,192 -
Replacement and improvement account 58,018 2,331,741 2,389,759 -
Net capital assets 9,228,195 16,396,177 25,624,372 765,996
Total noncurrent assets 9,651,475 18,727,918 28,379,393 765,996
Total assets 11,373,978